Abstract-Growth of Indian market continued to slow down in 2012-13, but 
INTRODUCTION
Industry and services, which together account for 86 per cent of gross domestic product (GDP), would grow at a slower pace than last year. The biggest stress for companies is slowing demand, and this would hit revenue growth of companies. Despite a significant depreciation in the rupee, foreign exchange vulnerability is the least of the stress factors impacting the credit profiles of 2,481 firms rated ‗investment' grade by CRISIL. The rating agency said the rupee would remain weak compared to last financial year. However, only six per cent of companies are highly vulnerable to foreign currency volatility. Besides, foreign exchange debt is concentrated among a few companies -one per cent of firms account for 85 per cent of the total foreign exchange exposure. (CRISIL estimates) Indian market experienced with 30% of agricultural produce does not reach the market, and of the remaining 70%, more than 50% is lost due to poor transportation and storage technology. This is a gross waste in any country; especially in a developing country where there are still hundreds of millions bellow the poverty line. This lack of organization has led to much inefficiency, which is the root of many of India's problems, especially inflation. Over the past two years, basic foods have been suffering an inflation of 15-20% and they have been directly linked to the inefficient supply chain. Increasing the cap on FDI in the retail sector will allow foreign firms to enter the country and make major investments that will significantly modernize the sector and will set the country on a path towards further modernization, and help it to increase consumer spending and address the food inflation.Monetary policy eased during 2012-13, in response to some softening of inflation and significant moderation in growth. However, monetary policy response to addressing growth concerns was constrained by inflation persistence and the twin deficit risks that prevailed for the most part of the year. The Indian economy remained sluggish in Q3 of 2012-13, with slowdown turning visibly pervasive across most sectors. The deceleration in the services sector growth, which has been the mainstay of high growth in the recent period, had dragged down overall economic activity and employment creation. The agriculture output was dented by deficient rainfall that impacted kharif crop. Domestic policy uncertainties, governance concerns, the impact of earlier monetary tightening and the slacking of external demand continue to adversely impact growth. The Reserve Bank of India, under Raghuram Rajan, is seemingly continuing the legacy of Subbarao's aggressive monetary stance. Like his predecessor, Ranjan too has placed top priority on reining in inflation and has kept the policy rates unchanged in his last monetary policy review much against the wishes of a desperately growth seeking finance minister and Corporate India. Rupee depreciation has increased India's currency competitiveness, said the report, -the rupee could rebound to 60/$ by March 2014 as the current account deficit declines to 3.9 per cent, but the currency will remain significantly depreciated compared with last fiscal,‖ Roopa Kudva, Managing Director & CEO, Crisil, said.Hence, export-linked sectors such as IT-ITES, pharmaceuticals, textiles, readymade garments and cotton-yarn spinning will do well. Agriculture is set to surprise on the upside because of a bountiful and well-distributed monsoon. Farm GDP growth could more than double from last year's 1.9 per cent to 4.5 per cent. This will help check food prices and support rural consumption. The farm fillip and pricing power will help the tractor and telecom sectors, respectively, to do well. Services, which have been the bulwark of the economy for several years, will grow at just 6.5 per cent this fiscal compared with nearly 10 per cent through the last decade. India's GDP climbed 4.8% year-over-year in the January-March quarter. This was the slowest pace of growth in a decade. For the fiscal year ending March 31, growth was 5%, down from 6.2% the previous year. Economic growth has been slowing for nearly three years. On the cyclical front we have problems like declining consumer confidence, declining industrial output, poor monsoons, and weakness in the rupee, ‗supply and policy obstacles have seen growth decelerate and investment and industrial output slump, with the stasis compounded by weak global demand," said ADB Chief Economist Changyong Rhee in an April 2012 report. Policymakers need to remove structural hurdles to faster growth, and while there have been some encouraging recent reforms, more is needed. It observed that the collapse of the investment cycle will severely dent infrastructure, capital goods, automobiles and real estate sectors. Forex volatility is the least of the sources of stress for the 2,481 companies Crisil rates as investmentgrade. It affects only 6 per cent of them. The report is based on a data on 2,481 companies that Crisil rates as investment grade; these account for 32 per cent of banks' corporate lending.
LITERATURE REVIEW
According to a recent study by Arvind Subramanian and Martin Kessler, of the Peterson Institute, a think-tank, from 1960 to the late 1990s just 30% of countries in the developing world for which figures are available managed to increase their output per person faster than America did, thus achieving what is called -catch-up growth‖. That catching up was somewhat lackadaisical: the gap closed at just 1.5% a year. From the late 1990s, however, the tables were turned. The researchers found 73% of developing countries managing to outpace America, and doing so on average by 3.3% a year. CRISIL Research estimates domestic steel demand growth at 6-7 per cent CAGR between 2013-14 and 2017-18 compared with around 9 per cent CAGR over the last decade. This rate of increase will see steel demand in India touching 93-94 million tonnes by 2017-18.Since incremental demand for finished steel is expected to be considerably lower the demandsupply gap will widen, when majority of the planned capacities are scheduled to be commissioned (16 million tonnes in 2013-14 and 8 million tonnes in 2015-16).The widening gap will encourage, even compel, steel manufacturers to increase exports to arrest the expected fall in operating rates.However, the demand-supply equation globally too is not favouring domestic steel manufacturers. A shift in China's focus from investment to consumption, accentuated by weak economic conditions in mature developed countries will force a deep structural slowdown in global steel demand over the next 5 years.There exists a vast bulk of literature estimating income/price elasticities for the export of goods, but very few studies exist, especially for developing economies, that estimate the income elasticity for the export of services. Even fewer studies exist that estimate the income elasticity for Indian services exports. The small number of empirical time-series studies that exist on the determinants of the United States (US) export of services largely model export volumes in terms of foreign income and the real exchange rate. These studies all show that conventional models of merchandise trade can be applied successfully to the trade in services, as 
SLOW DOWN IN DEMAND AND GROWTH OF CORPORATE
Though this defies conventional wisdom, the rating agency says its study doesn't include firms such as Essar, GMR, GVK, JSW and Videocon, which are significant foreign exchange borrowers but which CRISIL doesn't rate. Stretched working capital cycles are aggravating liquidity pressures for one in six companies. The slowing economy had led to accumulation of inventory and receivables, resulting in liquidity stress, the report said, adding this had engendered refinancing pressures for firms whose net cash accruals were likely to be insufficient to service debt repayments for a fifth of the large-sized firms. Large firms with operating incomes exceeding Rs 1,000 crore are particularly vulnerable. These large firms also have higher debt levels, increasing stress on financing costs.On the macro front, a welldistributed monsoon and an increase in kharif sowing area would result in agriculture surprising on the upside. It is expected that farm GDP to more-than-double from last year's 1.9 per cent to 4.5 per cent. This would help check food prices and support consumption in rural areas. If agricultural growth exceeds six per cent, which can be seen in the past, GDP growth could be much better, at 5.2 per cent, compared to our expectation of 4.8 per cent.Sales of tractors and two-wheelers are likely to improve, owing to a rising rural economy. The telecom segment, in which pricing intensity is on the decline, is expected to gain on higher revenues per user.Exportlinked sectors such as information technology, pharma, textiles, ready-made garments and cotton-yarn spinning would fare well due to the rupee's depreciation. There is a boost for export-linked sectors from the weak rupee. Growth in America is getting firmer.The government's current account deficit is expected to decline to 3.9 per cent, but the currency is expected to remain weak compared to last financial year. It is expected this would put pressure on inflation, fiscal deficit and companies' input costs. Current account deficit (when the value of imports exceeds that of exports) fears have been central to India's economic slump. The current account deficit reached a record high of 6.7% of GDP in the last quarter and has been blamed for weakening the Indian rupee.
Remember, India isn't a heavily export dependent nation -exports account for about 25% of GDP in India, compared with about 31% in China.There is an urgent need for rate cuts to boost the industrial sector that would help the economy to regain the growth momentum, most of the business chambers claim. The high interest rate is acting against the industrial growth potential in two ways, they argue. First, it raised the saving propensity of the households and makes consumers baulk at spending, leading to a fall in demand. And second, the high cost of funds increases the overall production cost that in turn, eats into the margins as demand shortages do not allow industries to pass on to the consumers the rise in production cost. Whether a rate cut would give the industrial sector an immediate boost is a debatable issue but surely, a reduction in interest cost will help to improve party the bottom-line of corporate India which has witnessed sharp deceleration in profit growth in the first half of 2013-14. As more and more companies are coming out with their half yearly results, it is becoming clear that the slowdown in sales growth in the face of rising production costs has hurt India Inc's profits. The plight of India Inc in fact, was reflected in the sharp deceleration of industrial growth in 2011-12 also. According to the latest estimates of the Central Statistical Organisation (CSO), the index of industrial production has growth by a paltry 0.4% during the first six months of the current year compared to the same period last year. The manufacturing output has grown at an even lower rate of just 0.1% during the same period. And unlike in the past, the deceleration in the manufacturing sector has been far more widespread and broad-based this time. As many as 11 out of the 22 industry groups (as per 2-digit NIC-2004 classification) in the manufacturing sector have witnessed a fall in their production during the first half of the current year compared to the same period of the previous year. The production of electronic goods including radio, television, communication equipment and apparatus has suffered the most during this period -down by 22.2% -followed by a decline of over 14% each in the production of computing machinery and furniture manufacturing. The production of machinery and equipment has declined by 10.9% while that of motor vehicles, trailers and semi trailers has gone down by 6%.The production of capital goods sector which forms the base of industrial growth has declined by 0.7% during April-September 2013 and although the production of basic goods has increased by 1.2% during this period, it was too small to make any significant impact on the sector. This is reflected in the performance across various Galva have recorded a fall in their sales turnover as well during this period. The industry has blamed the rise in input costs for its poor margins. The sharp rise in the price of imported coking coal as well as indigenous coal has sharply increased the production cost of steel. 
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And if despite rising production costs and the decelerating consumption of steel, the steel companies could still manage to remain in the black, the automobile industry has witnessed sharp decline in both turnover and margins. As per the data published by Society of Indian Automobile Manufacturers (SLAM) the overall domestic sales of passenger vehicles declined by 5.2% during April-December 2013 compared to the same period last year. Total sales of commercial vehicles have declined by 15.3% during the same period. The two wheelers segment, however, has managed to increase its sales by 3.5% backed by a huge 16.6% rise in scooters and motor cycles sales.To beat the declining trend a number of automobile companies are planning to launch new products to attract the buyers' fancy. That will be in the future; right now the industry seems to be in the firm grip of recession. Tata Motors has witnessed a fall in its sales turnover by 22.3% during April-September 2013. Worse, it has gone red during this period. That is, unit price realization has failed to meet the rising cost. And this was the general story of the sector. Thus, while the five large automobile companies have witnessed 5.9% decline in the aggregate sales turnover during the first half of the current year, their net margins have declined by an even higher rate of 18.2% during the same period. And now as the interest rate in unlikely to come down soon, sales volume is feared to fall further. 
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High interest rate on home loans on the one hand and failure of the government to push through various infrastructure projects on the other seem to have undone most of the good work of the cement industry witnessed till the last year. Sluggish demand from the housing and infrastructure sectors impacted the cement volumes and realizations leading to a weak financial performance of the cement companies during the first half of the current year. Sluggish demand and a rise in unit price realization have lead to a sharp fall in margins of the cement manufacturers. Look at what cement major Ultratech Cement has to say. The company has witnessed a paltry 3.4% rise in sales turnover during this period but its net profit has declined at more than double the rate, 10.6%, largely because of the higher production cost. The company talks of its expansion plan and its ability to raise production but at the same time enters into a plea of caution on account of the rise in input cost and supply vagaries of inputs such as coal, slag, power and rail transport. The five large cement companies, included in the study, together have witnessed a 6.3% decline in their net profits during April-September 2013 against the same period last year. Their aggregate sales have increased 1.2% during the period. annual GDP growth in the three years before the recent global financial crisis. Armed with population strength of more than a billion people, India is now the 11 th largest economy in the world. According to data, from India's Planning Commission, rapid economic growth has contributed to a decline in the poverty rate with 37.2% in 2005 to 29.8% in 2010, a drop of 40 million people in the absolute number of the country's poor. Per capita income doubled during those five years. Internationally, India has also become an important actor. India plays a very important role in the leadership of the emerging markets and developing nations. India is in urgent need of reform on Foreign Direct investment (FDI) rules, particularly in its retail sector. Outdated technology, and lack of organization and inefficiency, has seen the Indian retail industry slowly and steadily pull down India's economy. The Indian retail industry's has annual revenue of $500 billion as of 2011 and employs the second-most number of people after agriculture, a sector that is intrinsically linked to the retail sector. Yet, the Indian retail industry is also one of the most unorganized sectors in the country. 90% of the retail industry is controlled by small-scale, family-run operations with big chains making up just 10% of the market. According to the consulting firm Mckinsey, India is suffering a shortfall of $190 billion in the infrastructure sector and is in urgent need of capital to enhance the product distribution smoothly and to help in demand creation easy, is an important factor. Bankers have also begun gearing up for the stress in corporate balance sheets. Some of the biggest bankers are closely monitoring credit costs and keeping a close eye on the non-performing assets (NPAs). The biggest task before us is to ensure that credit costs are in check and do not go up, given the turbulent environment. Bankers feel given the environment, the retail side is steadier and segments like home loans and vehicle loans are doing well. The small and medium enterprises (SME) side is stressed also because typically this segment has limited ability to withstand shocks. On the corporate side, more than sectors, it's the specific companies or groups we are keeping a close watch on for stress.
